THE AMERICAN 
ECONOMIC REVIEW 


VOLUME LXIxX 


BOARD OF EDITORS 


ALBERT ANDO 
ELIZABETH E. BAILEY 
PRANAB K. BARDHAN 
DAvID F. BRADFORD 
PETER A. DIAMOND 
W. ERWIN DIEWERT 
RUDIGER DORNBUSCH 
MARTIN S. FELDSTEIN 
WILLIAM H. OAKLAND 


MICHAEL PARKIN 
Roy RADNER 
RICHARD W. ROLL 
F. M. SCHERER 
NANCY L. SCHWARTZ 
A. MICHAEL SPENCE 
JEROME STEIN 
WILLIAM S. VICKREY 
S. Y. Wu 


MANAGING EDITOR 


GEORGE H. BORTS 


THE AMERICAN ECONOMIC ASSOCIATION 


Executive Office: Nashville, Tennessee 


Editorial Office: Brown University, Providence, Rhode Island 


Copyright 1979 


All Rights Reserved 


AMERICAN ECONOMIC ASSOCIATION 


q 

| 


CONTENTS OF ARTICLES AND SHORTER PAPERS 


T. C. Koopmans: Economics Among the Sciences 

B. M. Fleisher and G. F. Rhodes, Jr.: Fertility, 
Woman’s Wage Rates, and Labor Supply 

H. S. Burness and J. P. Quirk: Appropriative Water 
Rights and the Efficient Allocation of Resources 

R. R. Braeutigam: Optima! Pricing with Intermo- 
dal Competition 

K. D. Garbade, J. L. Pomrenze, and W. L. Silber: 
On the Information Content of Prices 


S. Y. Wu: An Essay on Monopoly Power and Stable 
Price Policy 


P. K. Bardhan: Labor Supply Functions in a Poor 
Agrarian Economy 


A. Raviv; The Design of an Optimal Insurance 


M. D. Intriligator: Income Redistribution: A Prob- 
abilistic Approach 


J. E. Anderson: A Theoretical Foundation for the 
Gravity Equation 

S. C. Salop: A Model of the Natural Rate of 
Unemployment 


C. R. Hulten: On the “Importance” of Productivity 


M. L. Greenhut and H. Ohta: Vertica! Integration 
of Successive Oligopolists 


W. S. Reece: Charitable Contributions: New Evi- 
dence on Household Behavior 


E. Helpman and E. Sadka: Optima! Financing of 
the Government’s Budget: Taxes, Bonds, or 


H. Brems: Alternative Theories of Pricing, Distri- 
bution, Saving, and Investment 

D. Bellante: The North-South Differential and the 
Migration of Heterogeneous Labor 

C. A. Rodriguez: Short- and Long-Run Effects of 
Monetary and Fiscal Policies under Flexible 
Exchange Rates and Perfect Capital Mobility . 

B. Ellickson: Hedonic Theory and the Demand for 
Cable Television 

N. Rau: On Regulation and Uncertainty: Comment 

Y. C. Peles and J. L. Stein: Reply 

B. A. Goss: The Supply of Storage: Stein vs. Snape 

G. Yaniv: Labor Supply under Uncertainty: Note 

T. L. Haskell: Explaining the Relative Efficiency of 


Slave Agriculture in the Antebellum South: A 
Reply to Fogel-Engerman 

D. Schaefer and M. D. Schmitz: The Relative 
Efficiency of Slave Agriculture: A Comment ... 

P. A. David and P. Temin: Explaining the Relative 
Efficiency of Slave Agriculture in the Antebel- 
lum South: Comment 

G. Wright: The Efficiency of Slavery: Another 
Interpretation 

T. R. Lewis, S. A. Matthews, and H. S. Burness: 


Monopoly and the Rate of Extraction of 
Exhaustible Resources: Comment 


1 


14 


25 


38 


50 


60 


73 


84 


97 


G. Tullock: Co t 

J. J. Soladay: Monopoly and Crude Oil Extraction 

J. H. Pencavel: Constant-Utility Index Numbers of 
Real Wages: Revised Estimates 

R. E. Dansby and R. D. Willig: Industry Perfor- 
mance Gradient Indexes 


J. N. Bhagwati and H. Wan, Jr.: The “Stationari- 
ty” of Shadow Prices of Factors in Project 
Evaluation, with and without Distortions 


S. C. Hu: Social Security, the Supply of Labor, and 
Capital Accumulation 


Y. Kotowitz and F. Mathewson: Informative Adver- 
tising and Welfare 


S. S. Bhalla: Measurement Errors and the Perma- 
nent Income Hypothesis: Evidence from Rural 


H. Levy and H. M. Markowitz: Approximating 
Expected Utility by a Function of Mean and 
Variance ... 

W. P. Butz and M. P. Ward: The Emergence of 
Countercyclical U.S. Fertility 

E. N. Wolff: The Rate of Surplus Value, the 
Organic Composition, and the General Rate of 
Profit in the U.S. Economy, 1947-67 

E. R. Berndt and D. O. Wood: Engineering and 
Econometric Interpretations of Energy-Capital 
Complementarity 


P. Musgrove: Permanent Household Income and 
Consumption in Urban South America 


R. M. Hutchens: Welfare, Remarriage, and Mari- 
tal Search 


J. L. Medoff: Layoffs and Alternatives under 
Trade Unions in U.S. Manufacturing 


L. J. Kotlikoff: Testing the Theory of Social 
Security and Life Cycle Accumulation 


J. J. Seater: Job Search and Vacancy Contacts - 


R. Gardner: The Arrow-Lind Theorem in a Contin- 
uum Economy 


S. E. Jacobsen: On the Equivalence of Input and 
Output Market Marshallian Surplus Measures 


S. Maital: Inflation Expectations in the Monetarist 
Black Box .. 


T. W. Mirer: The Wealth-Age Relation among the 


A. Cukierman: The Relationship between Relative 
Prices and the General Price Level: A Suggested 
Interpretation 


M. Connolly and J. D. da Silveira: Exchange 
Market Pressure in Postwar Brazil: An Applica- 
tion of the Girton-Roper Monetary Model 


G. Hanoch and M. Fraenkel: Income and Substitu- 
tion Effects in the Two-Sector Open Economy 


M. B. Stewart: Should Government Subsidize 
Risky Private Projects?: Comment 


J. Mayshar: Reply 


231 
234 
240 
249 
| 
261 
106 308 
117 318 
369 
380 
396 
176 
183 
195 
203 
206 
444 
208 
448 
455 
iii 


G. W. McKenzie: Consumer’s Surplus Without 
Apology: Comment 

R. D. Willig: Reply 

S. Yitzhaki: A Note on Optimal Taxation and 
Administrative Costs 

J. C. Dyer IV and M. D. Maher: Capitalization of 
Intrajurisdictional Differences in Local Tax 
Prices: Comment 

B. W. Hamilton: Reply 

H. A. Simon: Rational Decision Making in Busi- 
ness Organizations 

W. J. Baumol and D. Fischer: The Output Distribu- 
tion Frontier: Alternatives to Income Taxes and 
Transfers for Strong Equality Goals 

C. F. Christ: On Fiscal and Monetary Policies and 
the Government Budget Restraint 

R. C. Fair: An Analysis of a Macro-Econometric 
Model with Rational Expectations in the Bond 
and Stock Markets 


E. Lazear: The Narrowing of Black-White Wage 
Differentials is Illusory 


D. P. Baron and R. Forsythe: Models of the Firm 
and International Trade under Uncertainty 


W. Der: Multi-Intermediate-Goods Trade: The 
Gains and a Heckscher-Ohlin Analysis 

D. Dewey: Information, Entry, and Welfare: The 
Case for Collusion 

A. Cukierman and P. Wachtel: Differential Infla- 
tionary Expectations and the Variability of the 
Rate of Inflation: Theory and Evidence 

J. A. Frankel: On the Mark: A Theory of Floating 
Exchange Rates Based on Real Interest Differ- 
entials 

D. M. Grether and C. R. Plott: Economic Theory of 
Choice and the Preference Reversal Phenome- 
non 


E. F. Fama and A. Farber: Money, Bonds, and 
Foreign Exchange 


Y. Horiba: Testing the Demand Side of Compara- 
tive Advantage Models ... 
H. M. Polemarchakis: Incomplete Markets, Price 
Regulation, and Welfare 


K. L. Wertz: The Measurement of Inequality: 
Comment 


M. Paglin: Reply 

S.-k. Hsu: Monopoly Output under Alternative 
Spatial Pricing Techniques: Comment 

M. L. Greenhut and H. Ohta: Reply 


P. J. Lloyd: Constant-Utility Index Numbers of 
Real Wages: Comment 

J. H. Pencavel: Reply 

D. W. Carlton: Valuing Market Benefits and Costs 
in Related Output and Input Markets 


C. A. Holt, Jr.: Uncertainty and the Bidding for 
Incentive Contracts 


R. E. Just, A. Schmitz, and D. Zilberman: Price 
Controls and Optimal Export Policies under 
Alternative Market Structures 

E. J. Ray: Factor-Market Distortions and Dynamic 
Optimal Intervention: Comment 

H. E. Lapan: Reply 

B. G. Katz: The Disequilibrium Model in a 
Controlled Economy: Comment 

M. K. Nissanke: Comment 

D. H. Howard: Reply and Further Results 

S. Glaister: On the Estimation of Disaggregate 
Welfare Losses with an Application to Price 
Distorions in Urban Transport 

J. R. Melvin: Short-Run Price Effects of the 
Corporate Income Tax and Implications for 
International Trade 

A. P. Bartel: The Migration Decision: What Role 
Does Job Mobility Play? 

M. Nakamura, A. Nakamura, and D. Cullen: Job 
Opportunities, the Offered Wage, and the Labor 
Supply of Married Women 

P. N. Courant, E. M. Gramlich, and D. L. Rubin- 
feld: Public Employee Market Power and the 
Level of Government Spending 

J. Melitz and H. Sterndyniak: The Monetary 
Approach to Official Reserves and the Foreign 
Exchange Rate in France, 1962-74 


R. J. Ruffin: Growth and the Long-Run Theory of 
International Capital Mov ts 


K. S. Chan: A Dynamic Disequilibrium Compari- 
son of Fixed and Free Exchange-Rate Regimes 
S. D. Hoffman: Black-White Life Cycle Earnings 
Differences and the Vintage Hypothesis: A 
Longitudinal Analysis 


R. E. Hall and D. M. Lilien: Efficient Wage 
Bargains under Uncertain Supply and Demand 
A. M. Polinsky and S. Shavell: The Optimal Trade- 
off between the Probability and Magnitude of 
Fines 
P. Simmons and D. Weiserbs: Translog Flexible 
Functional Forms and Associated Demand 
Systems 
T. J. Bertrand: Shadow Pricing in Distorted Econ- 
omies 


V. V. Roley: A Theory of Federal Debt Manage- 
ment 


A. Schotter: Disadvantageous Syndicates in Public 
Goods Economies 


P. Murrell: The Performance of Multiperiod 
Managerial Incentive Schemes 


F. L. Lopes: Inside the Monetarist Black Box: 
Comment 


J. L. Stein: Reply 


R. E. Just and D. L. Hueth: Welfare Measures in a 
Multimarket Framework 


465 
469 
475 715 
718 
481 721 
485 726 
733 
493 
739 
514 
526 165 
775 
539 
806 
575 
818 
595 
843 
610 
855 
623 868 
880 
650 
on 892 
902 
915 
me 927 
941 
iv 


J. S. Pettengill: Inflationary Expectations and 
Momentary Equilibrium: Comment 


L. Johnson: Reply 


J. S. Pettengill: Monopolistic Competition and 
Optimum Product Diversity: Comment 


A. K. Dixit and J. E. Stiglitz: Reply 


A. Y.C. Koo: On the Equivalence of Reference 
Price with Tariffs and Quotas 


R. J. Stonebraker: Turnover and Mobility among 
the 100 Largest Firms: An Update 


J. Whalley: A Simple Neutrality Result for Move- 
ments between Income and Consumption Taxes 


961 


964 


968 


974 


L. Philips and P. Pieraerts: Substitution vs. Addic- 
tion in the True Index of Real Wages 


J. J. Siegfried and L. Nelson: Minimizing AEA 
Convention Transportation Costs 


D. M. Holthausen: Hedging and the Competitive 
Firm under Price Uncertainty 


D. H. Small: Unanticipated Money Growth and 


Unemployment in the United States: Comment 996 


R. J. Barro: Reply 


W. E. Becker, Jr.: Professorial Behavior Given a 
Stochastic Reward Structure 


..; 
957 
v 


CONTENTS OF PAPERS AND PROCEEDINGS 


Richard T. Ely Lecture 


A. E. Kahn: Applications of Economics to an 
Imperfect World 


Economic Education Research: Issues and An- 
swers 


B. A. Weisbrod: Research on Economic Education: 
Is It Asking the Right Questions? ................ 
T. Johnson: Research on Economics Education: 
How Well is It Answering the Questions Asked? 
What Economists Think 


J. R. Kearl, C. L. Pope, G. T. Whiting, and L. T. 
Wimmer: A Confusion of Economists? ............. 


Appraising the Nation's Labor Force Statistics 

A. V. Adams: Who’s in the Labor Force: A Simple 
Counting Problem? 

D. Werneke: Measuring Economic Hardship in the 
Labor Market 


C. Gilroy: Counting the Labor Force with the 
Current Population Survey 


Macroeconomics: An Appraisal of the Non- 
Market-Clearing Paradigm 


R. J. Barro: Second Thoughts on Keynesian 
Economics 


P. Howitt: Evaluating the Non-Market-Clearing 
Approach 


H. I. Grossman: Why Does Aggregate Employment 
Fluctuate? 


Current Issues in East-West Trade and Pay- 
ments 


P. Desai: The Productivity of Foreign Resources 
Inflow to the Soviet Economy 


F. D. Holzman: Some Systemic Factors Contribut- 
ing to the Convertible Currency Shortages of 
Centrally Planned Economies 


The Effectiveness of Fiscal Policy 


W. Dolde: Temporary Taxes as Macro-Economic 
Stabilizers 


R. C. Fair: On Modeling the Effects of Government 
Policies 


Applied Welfare Theory 


J. C. Panzar: Equilibrium and Welfare in Unregu- 
lated Airline Markets 


R. D. Willig and E. E. Bailey: The Economic 
Gradient Method 


Wages and Employment 


G. Calvo: Quasi-Walrasian Theories of Unemploy- 
ment 


J. B. Taylor: Staggered Wage Setting in a Macro 
Model 


O. J. Blanchard: Backward and Forward Solutions 
for Economies with Rational Expectations 


New Directions for Employment Policy 

G. E. Johnson and A. Blakemore: The Potential 
Impact of Employment Policy on the Unemploy- 
ment Rate Consistent with Nonaccelerating 
Inflation 

J. Bishop and R. Haveman: Selective Employment 
Subsidies: Can Okun’s Law be Repealed? ....... 


R. G. Ehrenberg: Retirement Policies, Employ- 
ment, and Unemployment 


The Academic Labor Market for Economists 


C. E. Scott: The Market for Ph.D. Economists: The 
Academic Sector 


B. B. Reagan: Stocks and Flows of Academic 
Economists 


D. E. Ault, G. L. Rutman, and T. Stevenson: 


Mobility in the Labor Market for Academic 
Economists 


International Commodity Markets and Agree- 
ments 


R. S. Pindyck: The Cartelization of World 
Commodity Markets 

D. Bigman and S. Reutlinger: National and Inter- 
national Policies Toward Food Security and 
Price Stabilization 

F. G. Adams, J. R. Behrman, and R. A. Roldan: 
Measuring the Impact of Primary Commodity 
Fluctuations on Economic Development: Coffee 
and Brazil 

B. Gardner: Robust Stabilization Policies for Inter- 
national Commodity Agreements 


Evaluating the 1977 Stimulus Package 

J. M. Perloff and M. L. Wachter: The New Jobs 
Tax Credit: An Evaluation of the 1977-78 Wage 
Subsidy Program 

E. M. Gramlich: Stimulating the Macro Economy 
Through State and Local Governments 


Economic Development: Trade Aspects 


R. Findlay: Economic Development and the Theory 
of Trade 


H. Askari, J. T. Cummings, and G. Richter: Effi- 
ciency of LDC Trading Patterns: The Case of 
Iran 


V. Corbo and P. Meller: Trade and Employment: 
Chile in the 1960's 


Controlling Inflation: Incentives for Wage and 
Price Stability 

L. S. Seidman: The Role of a Tax-Based Incomes 
Policy 

}). A. Nichols: Comparing T/P to Wage Subsidies 

R. E. Slitor: Implementation and Design of Tax- 
Based Incomes Policies 


124 
14 
22 
.; 
38 
43 
184 
159 
169 

76 173 
180 
|  .. 

191 

108 207 
22 
vi 


Equity: The Individual vs. The Family 

R. A. Pollak and T. J. Wales: Welfare Comparisons 
and Equivalence Scales 

M. E. Manser: Comparing Households with Differ- 
ent Structures: The Problem of Equity 


C. T. F. Bennett: The Social Security Benefit 
Structure: Equity Considerations of the Family 
as its Basis 


Issues of Monetary Policy 

D. W. Henderson: Financia! Policies in Open Econ- 
omies 

B. T. McCallum: The Current State of the Policy- 
Ineffectiveness Debate 

J. L. Pierce: A Case for Monetary Reform 


The Economics of Ocean Policy in the Era of 
Extended Jurisdiction 

M. Wilkinson: The Economics of the Oceans: 
Environment, Issues, and Economic Analysis ... 

P. Copes: The Economics of Marine Fisheries 
Management in the Era of Extended Jurisdic- 
tion: The Canadian Perspective 

V. Kaczynski: The Economics of the Eastern Bloc 
Ocean Policy 


J. A. Crutchfield: Marine Resources: The Econom- 
ics of U.S. Ocean Policy 


Social Security: Its Financing and Future 

A. H. Robertson: The Outlook for Social Security 

P. N. Van de Water: Disability Insurance 

U. E. Reinhardt: Medicare: Its Financing and 
Future 


A. J. Pellechio: Social Security Financing and 
Retirement Behavior 


Increasing the Viability of Central Cities: New 
Strategies, Old Strategies 

C. A. Chandler and W. L. David: Alternative 
Economic Policies for the Revitalization of U.S. 
Central Cities 


C. E. Anderson: Hospital Production—Can Costs 
be Contained? 


S. L. Myers, Jr. and K. E. Phillips: Housing 
Segregation and Black Employment: Another 
Look at the Ghetto Dispersal Strategy 


Recent Developments in the Economics of Infor- 
mation 

J. G. Riley: Noncooperative Equilibrium and 
Market Signalling 

S. A. Ross: Equilibrium and Agency—Inadmis- 
sible Agents in the Public Agency Problem 

C. A. Wilson: Equilibrium and Adverse Selection 


Recent Developments in the Demand for Money 


T. F. Cargill and R. A. Meyer: Stability of the 
Demand Function for Money: An Unresolved 


C. Lieberman: Structural and Technological 
Change in Money Demand 


G. Garcia and S. Pak: Some Clues in the Case of 
the Missing Money 


New Directions in Industrial Organization 
S. C. Salop: Strategic Entry Deterrence 


J. E. Stiglitz: Equilibrium in Product Markets with 
Imperfect Information 


R. D. Willig: Multiproduct Technology and Market 
Structure 


Energy Policy 


W. J. Mead: The Performance of Government in 
Energy Regulations 


M. D. Yokell: The Role of the Government in 
Subsidizing Solar Energy 
L. Schipper: Another Look at Energy Conservation 


S. Ozatalay, S. Grubaugh, and T. V. Long II: 
Energy Substitution and National Energy Policy 


222 298 
227 
303 
232 
313 
240 
246 
324 
261 
275 346 
2790 
362 
» .. 
vii 


